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1. Where protester contends that IFB clause impos- 
ing liability for patent infringement upon the 
contractor results, in effect, in sole source 
award to patent holder, but record shows that 
procuring agency had a reasonable basis for 
concluding that use of the indemnity clause 
was authorized by DAR S 1-903 and that competi- 
tion could be anticipated despite possible 
patent infringement, agency action is unob- 
jectionable. In such circumstances award 
is required to be made to the lowest bidder 
meeting the specification without regard to 
possible patent infringement; Government 
assumption of infringement liability would 
defeat that requirement. 

. 

2. Contention that I F B  clause requiring contrac- 
tor to indemnify the Government against lia- 
bility f o r  patent infringement occurring during 
performance imposes an unreasonable barden upon 
bidders other than patent holder is denied since 
bidders are expected to account for such risks 
in computing bid prices and mere presence of risk 
does not make solicitation improper. 

Cryo-Technoloaies Marketing Group, trading undgr the 
name Cryotech, protests the requirement that the contrac- 
tor indemnify the Government against liability for patent 
infringement set forth in invitation for bids No. N00383- 
82-8-0586 issued by the Naval Aviation Supply Office, 
Philadelphia. 
will undoubtedly infringe patent No. 3,710,584 held by 
Cryogenic Energy Company (CEC). 
below, we deny the protest. 

Cryotech argues that contract performance 

For the reasons stated 

The invitation for bids €or the supply of trailers 
used to store and transfer liquid oxygen (LOX) warns 

.' 
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of€eroFs t h a t  CEC's p a t e n t  may be v i o l a t e d  and  i n c o r p o r a t e s  
t h e  P a t e n t  I n d e m n i t y  clause from Defense  A c q u i s i t i o n  
R e g u l a t i o n  (DAR) § 7-104.5 ( 1 9 7 6  e a . ) ,  r e q u i r i n g  t h e  
c o n t r a c t o r  to  i n d e m n i f y  t h e  Government for l i a b i l i t y  
i n c u r r e d  a s  a r e s u l t  o f  p a t e n t  i n f r i n g e m e n t .  
o p i n i o n  t h e  LOX t r a i l e r  d e s i g n  s p e c i f i e d  by t h e  Navy is 
t h a t  d e s c r i b e d  by CEC's p a t e n t ,  and  a n y  f i r m  t h a t  is  not. 
l i c e n s e d  by CEC n e c e s s a r i l y  w i l l  i n f r i n g e  CEC's p a t e n t .  
C r y o t e c h  c o n t e n d s  t h a t  t h i s  a r r a n g e m e n t  imposes a n  
u n a c c e p t a b l e  r i s k  upon b i d d e r s  t h a t  are n o t  l i c e n s e d  under  
CEC's p a t e n t ,  s u c h  t h a t  t h e y  a re  u n a b l e  to compete w i t h  
CEC, w i t h  t h e  r e s u l t  t h a t  t h e  p rocuremen t  i s ,  i n  ' e f f e c t ,  a 
sole s o u r c e  t o  CEC. 
r e s o l v e  t h e  q u e s t i o n  o f  l i a b i l i t y  f o r  p a t e n t  i n f r i n g e m e n t  
in a manner t h a t  r e l i e v e s  b i d d e r s  of t h a t  r i s k .  

In C r y o t e c h ' s  

C r y o t e c h  s e e k s  to  have  t h e  Navy 

The Navy a d v i s e s  t h a t  i t  was c o n c e r n e d  t h a t  p e r f o r m a n c e  
of t h e  c o n t r a c t  m i g h t  i n f r i n g e  CEC's p a t e n t  a n d ,  b e c a u s e  i t  
c o u l d  n o t  n e g o t i a t e  a r o y a l t y - f r e e  l icense f o r  t h e  p r o c u r e -  
men t ,  i n s e r t e d  t h e  P a t e n t  I n d e m n i t y  c lause i n  t h e  s o l j c i t a -  
t i o n  i n  a c c o r d a n c e  w i t h  DAR 5 9-103,  t o g e t h e r  w i t h  a n o t i c e  
h i g h l i g h t i n g  t h i s  f a c t .  The Navy a r g u e s  t h a t  i t  had  r e a s o n  
to b e l i e v e  t h a t  c o m p e t i t i o n  could be o b t a i n e d  d e s p i t e  t h e  
po ten t ia l  p a t e n t  i n f r i n g e m e n t  and  t h a t  i t s  judgmen t  was . 
conf i rmed  by  t h e  f a c t  t h a t  f o u r  f i r m s  r e sponded  t o  t h e  
s o l i c i t a t i o n .  
t i o n  in a d v a n c e ,  t h e  Navy notes  t h a t  CEC h a s  f u r n i s h e d  
e v i d e n c e  t h a t  i t  h a s  b o t h  o f f e r e d  and sold LOX t r a i l e r s  of 
t h i s  t y p e  on a commercial b a s i s ,  which s a t i s f i e s  t h e  
r e q u i r e m e n t s  of DAR S 9-103.1. F i n a l l y ,  t h e  Navy d o e s  not 
a g r e e  t h a t  i t  must r e s o l v e  q u e s t i o n s  r e l a t i n g  t o  t h e  owner- 
s h i p  o f  t h e  p a t e n t  o r  i n f r i n g e m e n t  o f  i t;  r a t h e r ,  it 
b e l i e v e s  s u c h  matters are f o r  t h e  cour t s  to  dec ide ,  
o f f e r o r s  s h o u l d  c o n s i d e r  t h e  p o t e n t i a l  cost of p a t e n t  
l i t i g a t i o n  when c a l c u l a t i n g  t h e i r  b i d  p r i c e .  

d e s i g n e d  f o r  t h e  p u r p o s e  o f  f u r n i s h i n g  p a t e n t e e s  a d e q u a t e  
compensa t ion  f o r  t h e  use of t h e i r  p a t e n t s  by or on b e h a l f  
of t h e  Government ,  and a t  t h e  same t i m e  p r e v e n t i n g  t h e  
o b s t r u c t i o n  o f  Government a c t i v i t i e s  by d i s p u t e s  o r  
l i t i g a t i o n  be tween  p r i v a t e  p a r t i e s  r e s p e c t i n g  s u c h  
p a t e n t s .  38 Comp. Gen. 27.6, 277  ( 1 9 5 8 ) .  C o n s e q u e n t l y ,  
where t h e  procurement is to  be made by f o r m a l  a d v e r t i s i n g ,  
t h e r e  is no a l t e r n a t i v e  t o  t h e  s e c u r i n g  of t h e  maximum 
a m o u n t  o f  c o m p e t i t i o n  from f i r m s  q u a l i f i e d  and  w i l l ' i n g  to- 

W h i l e  i t  d i d  not f o r m a l l y  c o n s i d e r  t h e  ques- 

and 

S e c t i o n  1498,  T i t l e  2 8 ,  U n i t e d  S t a t e s  Code, was 

* 

. .  
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u n d e r t a k e  t h e  p r o d u c t i o n  of t h e  a r t i c l e ,  s u b j e c t ,  of 
c o u r s e ,  t o  t h e i r  w i l l i n g n e s s  and a b i l i t y  to  i n d e m n i f y  t h e  
Government a g a i n s t  claims of p a t e n t e e s .  DAR $j 9 - 1 0 3 . l ( a ) .  
I t  is t h e r e f o r e  our view t h a t  t h i s  s o l i c i t a t i o n  s h o u l d  n o t  
be r e s t r i c t ed  t o  p a t e n t  h o l d e r s  and t h e i r  l i c e n s e e s ,  b u t  
r a t h e r  a l l  p o t e n t i a l  sources s h o u l d  be p e r m i t t e d  to com- 
pete r e g a r d l e s s  of p o t e n t i a l  p a t e n t  i n f r i n g e m e n t .  S e e  
W.S. Spotswood and S o n s ,  I n c . ,  B-201326, May 2 1 ,  1981, 
81-1 CPD 399. 

- 

With  r e s p e c t  t o  C r y o t e c h ' s  c o n c e r n  o v e r  t h e  f i n a n c i a l  
r i s k s  imposed upon b i d d e r s  by t h e  P a t e n t  I n d e m n i t y  c lause,  
w e  have  r e c o g n i z e d  t h a t  some u n c e r t a i n t y  o r  r i s k  is 
i n h e r e n t  i n  most t y p e s  of c o n t r a c t s  and  b i d d e r s  are 
e x p e c t e d  t o  t a k e  s u c h  u n c e r t a i n t i e s  i n t o  a c c o u n t  i n  t h e  
c o m p u t a t i o n  of b i d  pr ices .  The mere p r e s e n c e  of p a t e n t  
l i t i g a t i o n  r i s k  i n  a p r o c u r e m e n t  does n o t  make t h e  
s o l i c i t a t i o n  improper. W.S. Spotswood and S o n s ,  I n c . ,  
s u p r a .  

t h e  i n v i t a t i o n  as  issued.  
. I n  v i ew of t h e  a b o v e ,  w e  see no r e a s o n  to o b j e c t  to  

The protest  is d e n i e d .  

V I  Acting Comptroller G e n e r a l  
of t h e  U n i t e d  S t a t e s  




